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SECRET OTTAWA 07905 

EXDIS 

FOR WHITE HOUSE/SECRETARY SCHLESINGER FROM ENDERS 

EO 11652: XGDS 
TAGS: ENRG, CA 

SUBJECT: GAS PIPELINE NEGOTIATIONS 

1 . AS AGREED, I PASSED MESSAGE ON GAS PIPELINE NEGOTIA- 
TIONS TO TRUDEAU THROUGH ESTABLISHED CHANNEL AUGUST 29. 

MESSAGE NOTED US SURPRISE AT ESCALATING YUKON TAXATION 
DEMANDS COMING AT THIS STAGE OF THE NEGOTIATIONS, ASKED 
WHETHER THIS REPRESENTED CANADIAN STRATEGY SHIFT AWAY 
FROM EARLY AGREEMENT, AND INDICATED IMPORTANCE OF GETTING 
CONVERGENCE AT NEXT MEETING IF PROCESS IS NOT TO DETERIO- 
RATE. 

2. RESPONSE CAME BACK THIS MORNING AS FOLLOWS: 

— (A) THERE IS NO RPT NO CHANGE IN CANADIAN STRATEGY; 

CANADA WANTS AN EARLY AGREEMENT. 

— (B) OTTAWA RECOGNIZES THAT CANADIAN DELEGATION AT 

AUGUST 26 SESSION WAS "ILL-PREPARED," AND IN 

"SOME DISARRAY." MACEACHEN TRIED TO CORRECT THAT 

- BY HIS AFTERNOON SESSION PROPOSALS ON LOWER YUKON 

TAXATION. HIS INSTRUCTIONS WILL BE TO FIND A 

COMPROMISE SOLUTION TO THAT QUESTION. 

— (C) CRITICAL ISSUE FOR CANADIANS CONTINUES TO BE 
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- POLITICAL PRESENTATION. CANADIANS RECOGNIZE 

IMPORTANCE TO US OF SHOWING CLEAR COST OFSERVICE 

ADVANTAGE OVER EL PASO. BUT THAT DEMONSTRATION 

"CUTS THROAT OF CANADIAN MINISTERS." AS HE HAS 

REPEATEDLY SAID, TRUDEAU WON'T ENTER INTO AN 

- AGREEMENT HE CAN T DEFEND POLITICALLY (WHATEVER 

ITS OTHER MERITS) AND CANADIAN NEGOTIATORS ARE 
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GOING HAVE TO SHOW THAT THEY WON ON SOMETHING. 

SUBJECT OF PRESENTATION SHOULD BE TALKED OUT 

FULLY BETWEEN POLITICAL FIGURES ON BOTH SIDES. 

3. THROUGH PRESS PLAY ON U.S. DISSATISFACTIONS ABOUT 
AUGUST 26 TALKS, POSTPONEMENT OF NEXT MEETING, MACWILLIA 
MACWILI JAM'S PITCHES, AND ABOVE EXCHANGE, CANADIANS HAVE 
BEEN FULLY SENSITIZED TO NEED FOR MOVEMENT ON THEIR SIDE. 
ALARM BELLS HAVE BEEN RINGING ALL OVER TOWN, AND ONE OF 
THE MOST AUTHORITATIVE PLAYERS HERE DESCRIBED THE SITUA- 
TION AS ONE OF "CONSTERNATION." 

4. I THINK WE'VE EXPLOITED THIS OPPORTUNITY ABOUT AS FAR 

AS WE CAN. ASSUMING THE CANADIANS DO MOVE TOMORROW, YOU 
SHOULD ALSO MOVE QUICKLY TO RESTORE AN ATMOSPHERE OF 
TRUST. REMEMBER THAT THE CANADIANS ARE PATHOLOGICALLY 
CONCERNED ABOUT BEING TAKEN TO THE CLEANERS, AND THEY ARE 
QUITE CAPABLE OF STRINGING THIS THING OUT UNTIL THEY'VE 
COVERED THEMSELVES FROM EVERY ANGLE IF A SENSE OF 
CONFIDENCE IS MISSING. 

5. ON POLITICAL PRESENTATION, I HAVE PASSED TO TRUDEAU 
THE CONCEPT OF WHAT CANADIAN NEGOTIATORS COULD SAY 
THEY’VE WON ALONG LINES OF THE LAST MEETING (BETTER COST 
OF SERVICE, U.S. PAYMENT OF PERHAPS A BILLION IN 
ESCALATED DOLLARS FOR PART OF WHITEHORSE TO DAWSON LINK 
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AND MORE EFFICIENT PIPE, UP TO DOLLARS 200 MILLION IN 
SOCIO-ECONOMIC PREPAYMENTS). ENDERS 

NOTE BY OC/T: NOT PASSED WHITE HOUSE. 


SECRET 
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